Market Risk Premium (MRP) used in 2013 in 51 countries
We sent a short email (see exhibit 1) on May and June 2013 to about 21,500 email addresses of finance and economic professors, analysts and managers of companies obtained from previous correspondence, papers and webs of companies and universities. We asked about the Risk Free Rate and the Market Risk Premium (MRP) used "to calculate the required return to equity in different countries".
By June 22, 2013, we had received 5,327 specific Risk Free Rates and MRPs used in 2013. 1 Other 775 persons answered that they do not use MRP for different reasons (see table 1 ). We would like to sincerely thank everyone who took the time to answer us. Table 2 contains the statistics of the MRP used in 2013 for 51 countries. We got answers for 78 countries, but we only report the results for 51 countries with more than 5 answers. Fernandez Table 6 shows the differences for the 20 countries that had at least 2 answers for each category (professors, analysts, managers of companies and managers of financial companies). Figure 4 shows the differences in the Ke used by the same person for USA, Germany and UK. 57 respondents provided us with answers for USA and Germany. 40 provided us with answers for USA and UK. 
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Differences among respondents

Comparison with previous surveys
replies, ranging from 1% to 15%, with an average arithmetic EEP of 7% above T-Bonds. 5 Welch (2001) A main difference of this survey with previous ones is that this survey asks about the Required MRP, while most surveys are interested in the Expected MRP.
MRP or EP (Equity Premium): 4 different concepts
As Fernandez (2007 Fernandez ( , 2009b claims, the term "equity premium" is used to designate four different concepts: 1. Historical equity premium (HEP): historical differential return of the stock market over treasuries. 2. Expected equity premium (EEP): expected differential return of the stock market over treasuries. 3. Required equity premium (REP): incremental return of a diversified portfolio (the market) over the risk-free rate required by an investor. It is used for calculating the required return to equity. 4. Implied equity premium (IEP): the required equity premium that arises from assuming that the market price is correct.
The four concepts (HEP, REP, EEP and IEP) designate different realities. The HEP is easy to calculate and is equal for all investors, provided they use the same time frame, the same market index, the same risk-free instrument and the same average (arithmetic or geometric). But the EEP, the REP and the IEP may be different for different investors and are not observable.
The HEP is the historical average differential return of the market portfolio over the risk-free debt. The most widely cited sources are Ibbotson Associates and Dimson et al. (2007) .
Numerous papers and books assert or imply that there is a "market" EEP. However, it is obvious that investors and professors do not share "homogeneous expectations" and have different assessments of the The REP is the answer to the following question: What incremental return do I require for investing in a diversified portfolio of shares over the risk-free rate? It is a crucial parameter because the REP is the key to determining the company's required return to equity and the WACC. Different companies may use, and in fact do use, different REPs.
The IEP is the implicit REP used in the valuation of a stock (or market index) that matches the current market price. The most widely used model to calculate the IEP is the dividend discount model: the current price per share (P 0 ) is the present value of expected dividends discounted at the required rate of return (Ke). If d 1 is the dividend per share expected to be received in year 1, and g the expected long term growth rate in dividends per share, P 0 = d 1 / (Ke -g), which implies:
The estimates of the IEP depend on the particular assumption made for the expected growth (g). Even if market prices are correct for all investors, there is not an IEP common for all investors: there are many pairs (IEP, g) that accomplish equation (1) . Even if equation (1) Market Risk Premium and Risk Free Rate used for IESE Business School June 26, 2013 51 countries in 2013: a survey with 6,237 answers For a particular investor, the EEP is not necessary equal to the REP (unless he considers that the market price is equal to the value of the shares). Obviously, an investor will hold a diversified portfolio of shares if his EEP is higher (or equal) than his REP and will not hold it otherwise.
We can find out the REP and the EEP of an investor by asking him, although for many investors the REP is not an explicit parameter but, rather, it is implicit in the price they are prepared to pay for the shares. However, it is not possible to determine the REP for the market as a whole, because it does not exist: even if we knew the REPs of all the investors in the market, it would be meaningless to talk of a REP for the market as a whole. There is a distribution of REPs and we can only say that some percentage of investors have REPs contained in a range. The average of that distribution cannot be interpreted as the REP of the market nor as the REP of a representative investor.
Much confusion arises from not distinguishing among the four concepts that the phrase equity premium designates: Historical equity premium, Expected equity premium, Required equity premium and Implied equity premium. 129 of the books reviewed by Fernandez (2009b) identify Expected and Required equity premium and 82 books identify Expected and Historical equity premium.
Finance textbooks should clarify the MRP by incorporating distinguishing definitions of the four different concepts and conveying a clearer message about their sensible magnitudes.
Conclusion
Most surveys have been interested in the Expected MRP, but this survey asks about the Required MRP.
We provide the statistics of the Risk-Free rate and of the Equity Premium or Market Risk Premium (MRP) used in 2013 for 51 countries.
Most previous surveys have been interested in the Expected MRP, but this survey asks about the Required MRP. The paper also contains comments from persons that do not use MRP, and comments from persons that do use MRP. This survey links with the Equity Premium Puzzle: Fernandez et al (2009) , argue that the equity premium puzzle may be explained by the fact that many market participants (equity investors, investment banks, analysts, companies…) do not use standard theory (such as a standard representative consumer asset pricing model…) for determining their Required Equity Premium, but rather, they use historical data and advice from textbooks and finance professors. Consequently, ex-ante equity premia have been high, market prices have been consistently undervalued, and the ex-post risk premia has been also high. Many investors use historical data and textbook prescriptions to estimate the required and the expected equity premium, the undervaluation and the high ex-post risk premium are self fulfilling prophecies.
